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Abstract 
The official debut of the convergence process between the IFRS and the US GAAP standards took place in 2002, after 
IASB and FASB signed the Norwalk Agreement, a memorandum of understanding in which both parties stated their 
engagement to develop high-quality and compatible standards, with the ultimate goal of a single set of high-quality global 
accounting standards. The 2002 Norwalk Agreement was reinforced after the publication, in 2006, of a new memorandum 
document, The Roadmap for Convergence, in which the two regulatory bodies stated their short-term and long-term 
objectives for the convergence process. One of the long-term convergence objectives regarding the consolidated financial 
statements, materialized in joint projects – Business Combinations and Consolidations – can be considered completed after 
the issuance of the new versions of IFRS 3 in 2008 and of IAS 27, IFRS 10, IFRS 11 and IFRS 12 in 2011. But are we there 
yet? Given that the accounting convergence process had become, for some time now, one of the most debated and 
challenging issues for practitioners, regulators and researchers, we show the same special interest in the research 
undertaken. The main purpose of this paper is to establish the level of convergence between the two most representative sets 
of accounting standards applicable to entities in the private sector. Unlike previous studies carried out on this topic, which 
measure the general accounting harmonization for private sector, our study focuses on a specific issue, namely the formal 
accounting harmonization between IFRS and US GAAP regulations regarding consolidated financial statements. The 
research methodology used for achieving our objective was based on some statistical tools, such as correlation and/or 
association coefficients. The result reveals that IFRS have substantially converged with US GAAP, at least in the area of 
consolidated financial reporting, but there still exist some differences between the two referentials.  
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1. Introduction 
Currently, globalization is a worldwide booming phenomenon, a long process, whose complexity and 
irreversibility are now recognized, accepted and acknowledged by the vast majority of countries. It is obvious 
that the benefits of the existence of a common and uniform financial reporting framework, which is based on 
the globally accepted accounting standards, are more pronounced in the current conditions of globalization. We 
can thus speak of a process of accounting harmonization, standardization and uniformity accounting, but also 
of a comprehensive process of accounting convergence, convergence to a set of high quality standards accepted 
by the accounting profession worldwide. Accounting convergence plays an important role in the projects of 
prominent international and national accounting regulatory bodies who have realized and supported the need 
for compatible and high quality international standards. This process of convergence which has become the 
common goal of the two major international bodies (FASB and IASB) is the largest depth in accounting 
internationalization plan (Feleagă and Feleagă, 2007). At the same time, the accounting convergence is 
presented as a process of moving towards a single point, especially the movement toward union or uniformity. 
Accounting convergence process questions the increase of comparability between two or more international 
accounting referentials, while accounting harmonization phenomenon refers to the degree of compatibility 
and/or comparability between a national and international accounting standards. In the specialized literature, 
the concept of accounting convergence is mainly used where there is a direct reference to U.S. GAAP 
compared to IAS/IFRS (MustaĠă, 2008). The convergence between U.S. GAAPs and IFRS has its starting point 
in 2002, after the meeting of FASB and IASB members, when the Norwalk Agreement was signed. Following 
this agreement, the IASB and the U.S. Financial Accounting Standards Board (FASB) have expressed their 
commitment to work together in order to achieve convergence of IFRSs and U.S. Generally Accepted 
Accounting Principles (GAAP) and to remove the differences between these referentials; there still remains a 
priority of both the IASB and the FASB the common set of high quality global standards. Over time, the two 
sets of standards are expected to improve both in quality and become increasingly similar, if not identical. 
Therefore, Schipper (2005) points out that the purpose of FASB-IASB convergence efforts is to approximate 
U.S. GAAP and IFRS standards as much as possible in different jurisdictions, improving the overall quality of 
these standards. To achieve compatibility between standards, these two bodies have focused their efforts on: 
short term convergence projects; and major joint projects. 
Regarding the issue of the consolidated financial statements, the topic of Joint Arrangements was taken into 
account, and in 2007 an exposure draft ED 9 "Joint Arrangements"  was published which has resulted in issuing 
a standard in 2011, namely IFRS 11. Regarding long-term projects it can be observed as Business 
Combinations and Consolidation projects are on the agenda of the two regulatory bodies. These two projects 
have been completed by issuing new standards in 2007-2008 and others in 2011. The entire process of 
convergence has enjoyed support of the world from the beginning, but we believe that although there were 
issued a number of new standards on consolidation, convergence has not yet been achieved and there are also a 
number of significant differences between the two sets of standards.  
Our paper is structured as follows: First we presented some aspects regarding the process of convergence 
between the most important referentials (IFRS and US GAAP), then we continued our study pointing out the 
main contributions of the researchers on the topic of convergence and harmonization and then, we tried to 
establish through an empirical analysis the stage of convergence between IFRS and US GAAP regarding 
consolidation aspects. Finally we provided the research findings.  
2. Literature review 
Accounting convergence process is a very debated and challenging topic of research worldwide. Accounting 
convergence process is present in the literature in studies that examine in particular the issue of convergence 
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between U.S. GAAP and international accounting referentials represented by IAS/IFRS, or more specifically, 
the issue of assimilation of the two accounting systems through a stepwise process, whose goal  is to establish a 
set of accounting and financial reporting accepted standards and used by all existing capital markets 
participants globally. The studies that focused on the interaction between the international accounting 
referential issued by the IASB (IAS/IFRS) and the U.S. accounting referential, developed by FASB (U.S. 
GAAP) can be exemplified through various papers (Choi et al., 2002 Zeff, 2007). Also, studies aiming at 
measuring accounting harmonization were conducted on two different pillars: studies on material (de facto) 
harmonization that focused on accounting practice and studies on formal (de jure) that focused on accounting 
standards harmonization (Van der Tas, 1988; Tay and Parker, 1990). Thus, according to the methods used in 
their research, the studies can be organized into two categories, the first one including studies presenting 
research methods based on descriptive statistics, where the analysis involves determining the number, or 
percentage in the sample analyzed according to certain selection criteria considered; and the second category 
includes studies containing developed analysis based on correlation and/or association of the elements 
considered. In this category we find research studies using methods based on the concept of distance, namely: 
Mahalanobis Distance Method (used for the first time in 1996, the study of Rahman et al.) and Euclidean 
Distances (used by Garrido et al. in 2002 and by Fontes et al. in 2005) and studies using coefficients 
(indicators) of correlation: Spearman Rank correlation coefficient (Fontes et al., 2005), and Pearson Correlation 
coefficient (Ding et al., 2007), and the respective coefficients (indicators) of the association: Jaccard's 
Coefficients (Fontes et al., 2005). 
3. Case study 
In spite of all the efforts put into the process of convergence by the two regulatory bodies –the IASB and 
the FASB – it is quite clear that some differences between the two sets of accounting standards remain 
unaddressed. Our analysis regarding the similarities, and especially the differences that may still exist between 
the IASB and FASB issued standards for preparing consolidated financial statements results in calculating the 
degree of comparability extant at this point in time between the IFRSs, namely the newly adopted IFRS 10, 
IFRS 11 and IFRS 12 and the 2011 revised IAS 27 standards and the USGAAP standards regarding 
consolidation, namely: ASC 810, ASC 323, ASC 325, ASC 205, ARB 51, FAS No. 94, FAS No. 160, FAS No. 
46, respectively. For our purpose, we selected a set of elements, namely: requirements to prepare consolidated 
financial statements; control; consolidation methodology; accounting policies; reporting dates; and 
disclosures. Each of these comparing elements was subdivided in sub-elements that were included in our 
qualitative and quantitative analysis. More exactly, taking as reference the IFRS requirements, we analyzed if 
the specifications for consolidated financial statements are also found in the USGAAPs. The following table 
presents an example of sub-elements taken into consideration in the comparison (Table 1). 
 
Table 1. Example of sub-elements included in the comparative analysis 
 
No. 
Crt. 
ANALYSIS ELEMENT USGAAP IFRS 
 Control   
1. The existence of the concept of direct control 1 1 
2. The existence of the concept of indirect control 1 1 
3. The existence of control with less than 50% ownership 1 1 
4. The requirement of contractual support for the existence of control with less than 50% ownership 1 1 
5. The requirement of legal support for the existence of control with less than 50% ownership 0 1 
6. The existence of the concept of de facto control 0 1 
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7. Existence of specific guidance to de facto control concept 0 1 
8. Consideration of economic dependency in assessing control over an investee 0 1 
9. Consideration of the size of shareholding in comparison to other holdings in assessing control over an 
investee 
0 1 
10. Consideration of the voting patterns at shareholding meetings in assessing control over an investee 0 1 
11. Consideration of the potential voting rights in assessing control over an investee 0 1 
12. Existence of the concept of shared power 1 1 
3.1. Research Methodology 
Our analysis is based on several elements which were mentioned and exemplified in the previous section. In 
order to obtain the degree of comparability between the IFRS standards and the USGAAPs we used an 
empirical analysis based on correlation and/or association coefficients for binary data, usually found in studies 
that approach formal (de jure) harmonization of accounting (Fontes et al., 2005; MustaĠă, 2008; Strouhal et al., 
2008). Amongst the extant correlation and/ or association coefficients for binary data we have chosen to apply 
proximity measures that allowed us to calculate separately the similarity and the dissimilarity between the two 
sets of accounting standards. Several coefficients were used for the corroboration of the results. The empirical 
values of similarity were obtained using the following association coefficients: The Jaccard Association 
Coefficient (The Similarity Ratio), the Rogers and Tanimoto Similarity Measure and the Dice (or Czekanowski 
or Sorenson) Similarity Measure, whereas the empirical values of dissimilarity were calculated using: The 
Jaccard Association Coefficient (The Dissimilarity Ratio); Lance and Williams Dissimilarity Coefficient and a 
distance measure, namely the Binary Euclidian Distance. All the correlation and/or association coefficients 
included in our empirical analysis calculate the level of association between two binary variables. The binary 
variables are variables that can receive only two possible values, respectively, 0 or 1. The value received 
depends on the existence of a certain element, or on the fulfilment of a certain condition. The empirical values 
obtained by using the coefficients mentioned above are calculated by using a 2 X 2 matrix containing the 
following elements:  
• a, which represents the number of cases with the 1 value for both variables i and j;  
• b, which represents the number of cases with the 1 value for the j variable and 0 value for the i variable;  
• c, which represents the number of cases with the 1 value for the i variable and 0 value for the j variable;  
• d, which represents the number of cases with the 0 value for both variables i and j;  
• a + b + c + d, which represents the total number of cases.  
The elements of the 2 X 2 matrix specified are included in the formulae of the correlation and/ or 
association coefficients, which are described in short in the next paragraphs. (IBM SPSS Statistics, 2013) 
The Jaccard Association Coefficient is a metric proximity binary measure that presents the advantage of 
being used for the calculation of both similarity and dissimilarity values, found in the interval [0, 1]. The 
Jaccard Association Coefficient formulae are the following: 
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S represents the similarity degree, while D represents the dissimilarity degree. 
The Rogers and Tanimoto Similarity Measure is a metric proximity binary measure that is used for 
calculating similarity values, found in the interval [0, 1]. The Rogers and Tanimoto Similarity Measure formula 
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is the following: 
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The Dice Similarity Measure also represents a metric proximity binary measure used for calculating the 
similarity values, which can be found in the [0, 1] interval. The Dice Similarity Measure formula is the 
following: 
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Lance and Williams Dissimilarity Coefficient represents a nonmetric proximity binary measure. Its values 
are found in the [0, 1] interval. The Lance and Williams Dissimilarity Coefficient formula is as follows: 
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The Binary Euclidian Distance represents in fact a distance binary measure, an equivalent of association 
coefficients. Its minimum value is 0 and it has no upper limit, so its values belong to [0, ]. The Binary 
Euclidian Distance Measure formula is the following: 
 
)( cbBEUCLID +=  (6) 
 
We also must mention the fact that the research methodology of our paper includes, in addition to the 
quantitative research methods used only for the empirical analysis and presented above, some qualitative 
research methods amongst which we distinguish the analysis of documents, but also the comparative and the 
interpretative methods. 
3.2.  Study Results 
The following tables show the results of our study separately for each element included in the analysis, but 
also in a condensed manner for all the elements. There are two separate tables, one that shows the similarity 
values (Table 2) and the second table that shows the results of the dissimilarity coefficients (Table 3). 
 
Table 2. Similarity measures’ results 
 
No. Crt. ANALYSIS ELEMENT IFRS vs. USGAAP 
 S RT DICE 
1. Requirements to prepare consolidated financial statements 0 0 0 
2. Control 0,417 0,263 0,588 
3. Consolidation methodology 0,150 0,081 0,261 
4. Accounting policies and reporting dates 0,143 0,077 0,250 
5. Disclosures 0,333 0,200 0,500 
TOTAL 0,218 0,122 0,358 
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Table 3. Dissimilarity measures’ results 
 
No. Crt. ANALYSIS ELEMENT IFRS vs. USGAAP 
 D LW BEUCLID 
1. Requirements to prepare consolidated financial statements 1 1 1,732 
2. Control 0,583 0,412 2,646 
3. Consolidation methodology 0,850 0,739 4,123 
4. Accounting policies and reporting dates 0,857 0,750 3,464 
5. Disclosures 0,667 0,500 2,000 
TOTAL 0,782 0,642 6,557 
4. Discussion of results, limits of the study and concluding remarks 
In this case study we tried to analyse, on a comparative basis, the common elements and most of all, the 
differences concerning the requirements for consolidated disclosures and consolidated financial statements that, 
in spite all the efforts of the IASB and FASB regulatory bodies to complete the convergence process, still exist 
between the two global accounting standards frameworks, namely the IFRSs and the USGAAPs. Although as a 
step towards increased global convergence and conformity a new framework for consolidated financial 
statements – the IFRS 10, IFRS 11 and IFRS 12 – was issued in 2011 to be adopted starting the fiscal year 
beginning in January 2013, thus narrowing down, at least in this respect, the gap between the IFRSs and the 
USGAAPs, our analysis shows that there are still differences that must be addressed in the near future. 
Following the scope of our analysis, we have designed a comparative framework which included several 
elements of comparison, each of which was subdivided in sub-elements. Taking as reference the IFRS 
requirements, we tried to see if these sub-elements or specifications for consolidated financial statements are 
also found in the USGAAPs. 
The discussion regarding the results obtained following our analysis is thus synthesized based on the Tables 
no. 2 and 3 presented in the previous section, which contain similarity values (Table 2) and dissimilarity values 
(Table 3). We may first observe that the similarity proximity measures have registered low values, ranging 
from 0 to 0,417 in the case of Jaccard Similarity Coefficient, from 0 to 0,263 in the case of Rogers and 
Tanimoto Similarity Measure and from 0 to 0,588 in the case of Dice Similarity Measure. We must also remark 
on the fact that all the values obtained, with respect to similarity are pretty close to one-another. The highest 
values were recorded in the case of the analysis element of control, whilst the lowest value, which is 0, appears 
in the case of the analysis element of requirements to prepare consolidated financial statements. The 
dissimilarity values obtained are contrasting with the similarity values, exceeding them. In short, the 
dissimilarity measures tend to be higher than the similarity ones, which points to the fact that the comparability 
degree between the standards concerning consolidated disclosures and consolidated financial statements 
stemming from the two global accounting frameworks is still low.  
After obtaining the results, our analysis turned to the reasons why the comparability degree between the two 
sets of standards regarding consolidation seems to be low. One of the reasons may be the fact that our analysis 
was directed at the differences that still exist at this point in time between the IFRSs and the USGAAPs. These 
differences were also analysed by the professional environment (PricewaterhouseCoopers, Deloitte, KPMG). 
For example, regarding control, there still are some conceptual differences (de facto control concept which 
cannot be found in the USGAAP framework), and some differences referring to the assessment of control over 
an investee (the taking into consideration, in the IFRS framework, or the exclusion of potential voting rights, in 
the USGAAP framework). We also remarked differences in the consolidation methodology, for example, 
regarding the need and decision to consolidate, the different assessment used in the case of indicators of 
control, some differences regarding specifications to related parties and de facto agents, specifications related 
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to silos; differences regarding some accounting policies (for example the exclusion of proportional 
consolidation method in the case of joint arrangements by the IFRS framework, differences regarding the 
application of the equity method of accounting, etc.); differences regarding disclosures, or differences referring 
to certain industry specific exemptions requirements.  
Our paper makes a contribution in the field of studies which approach the convergence theme, by trying to 
calculate and analyze the extant comparability degree between the two sets of standards, the IFRSs and the 
USGAAPs which are included in the global framework for consolidated disclosures and consolidated financial 
statements. Our results suggest that the degree of comparability, at least in this respect, is still low. But the 
limits of our study, especially the focus on the differences between the two sets of accounting standards do not 
allow us to draw any general conclusions.  
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